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OIL AND GAS LEASE - Paid Up 

AGREEMENT, made and entered into this IS' day of F^br^M^M , A .D. 20 Of by and betwe< 



hereinafter called LESSOR, and NORNEW, INC., a New York 



Corporation, 1412 Sweet Home Road, Suite 12, Amherst, New York 14228 hereinafter called LESSEE 

WITNESSETH, that LESSOR, for and in consideration of the covenants and agreements herein contained on the part of LESSEE to be paid 
kept and performed, the receipt and sufficiency of which is hereby acknowledged, has granted, demised, leased and let, and by these presents does 
grant, demise, lease and let unto LESSEE, its successors and assigns for its exclusive use and possession, for the purposes of (1) mining exploring 
for (including geophysical exploration activities), producing, treating, drilling for and operating for oil and gas, (2) storing gas in any underlying strata of 
the premises and withdrawing therefrom gas whether or not originally produced from other lands, and (3) constructing, operating, using, maintaining and 
removing on or from the premises weils, pipelines, tanks, stations, roads, cathodic protection devices, water (except from LESSOR'S wells), oil and gas 
necessary for construction and operations, and other supplies, devices, structures, equipment and facilities that are now or may in the future be 
necessary for or convenient in producing, withdrawing, storing and transporting oil and gas across and through said lands from the subject and other 
lands the above named products by pipelines or otherwise, all that tract or parcel of land situated in the Town of (re^^cTbu/^ County of 
iVX^tA^u^ and State of New York, bounded substantially as follows' * 



On the North by: Q C r f " / J 



On the East by: £ 6 ^ " I - 

On the South by: £ 0*7 - < - &\ 3.22. (]J | Q 



On the West by; gjO j - I - | C 



Deed Book & Page (for ref. Only} ||q { ^ ^ Tax ID No. (For ref. Oniy) 3.01' [ Lot I Q, I Twn. Rge. 

containing for the purpose of calculating rentals and royalties, (I 1 > °5 acres whetner actua || y c;ontajning more or , ess , n addjtion t0 tne 
aoove described land any and all stnngs or parcels of land adjoining or contiguous to the above described land and owned or claimed by LESSOR are 
hereby leased to LESSEE. All tracts or parcels of land leased to LESSEE herein, including strata and horizons underneath the surface thereof are 
herein referred to as the premises." 

For purposes of this Lease, oil and gas includes all hydrocarbons and other substances produced or associated therewith. 

anH ac '!, ' t S K a9re f d that Lease shall remain in full force and effect until midnight on the 5^ anniversary of the date hereof (the primary term) 
and as long thereafter as (1 ) drilling operations continue with due diligence, provided that LESSEE has commenced drilling operations on any portion of 
^^SriHi^Q^ f T' ed °[ U ( nUiZed therewith > the Primary term, (2) an application for a drilling permit is pending with the appropriate 
nmnonl ^ h 5 ^ ' / 9fa , nt ° f SUCh permit ' w™™"™ 5 drillin 9 operations within a reasonable time thereafter and continues same with due 
from ,nv L J ft P * application was filed prior to the expiration of the primary term, (3) oil and gas or either of them is produced or withdrawn 
11 P ° ° f the P ( remis , es ^ any lands pooled or unitized therewith, (4) gas storage operations are conducted in or on any portion of the 
thpSh' hu/SA^f r h ° r 9 f l?f" W0U ' d be ° f P roducin 9 oil or sas from any portion of the premises or any lands pooled or unitized 

il™ h ? \ "navailabihty or interruption of markets or pipelines, or any other causes, which have caused LESSEE not to commence 
! ! V k W I ° r t0 SUSpend P roduction frofT1 such w ell. if this lease is not being otherwise extended pursuant to the provisions hereof 
Lessee is hereby given the option to extend the primary term of this lease, as to all or any portion of the premises, for an additional Oh years from 
he expiration of the primary term. This option may be exercised by Lessee, at Lessee's sole discretion, at any time during the last year of the primary 
7? a^'" 9 ° r tende ? n 9 t0 Lessor ' 11 neirs ' successors or assigns (subject to the provisions of this lease regarding changes in ownership) the sum 
TJ aJYJ} a Pef ne , ? aCr !. f ° r the P0rti0n 0f the lease t0 be 50 exte;ided - Additionally, Lessee shall, within thirty (30) days of such payment or 
tender, record an instrument proving notice of the extension of the lease and the description of the portion of the premises covered by such extension 
I his is a paid up lease requiring no rental either during the primary term or the extended term. 

IN CONSIDERATION OF THE PREMISES: 

A. The LESSEE covenants and agrees as follows: 

with narJranhr ^ u^? R 3 °I one :. ei 9 h , th < 1/8 > of eight-eighths (8/8) of the gross proceeds (less all reserved gas used in accordance 

Tl JS ?Sl ■ ? hereinbelow; and less all applicable excise taxes, including production, severance and windfall profits taxes, (if any) realized from 

& produced or w ™rawn from those strata or horizons of the premises not used for storage of gas, and from the sale of oil produced or 

wS nrTn ™ rf Pr ? m H Se ?H W t h ^ 93S J nd 0i ' iS $ ° ld and US6d 0ff the premises - ln * e event aN wel,s on the leased P ro P er ty. ° r - where applicable, all 
2il pr °P pooled with the leased property, are shut-in for any reason for a continuous period of twelve months, including, without limitation, 
dTrin^ production or failure of transportation for such production, then on or before the end of the calendar year 

S ?n o su t ch f ^ e,ve ™ nth P er '° d 's concluded and each anniversary thereafter if the wells are continuously shut-in, Lessee shall pay Lessor a 

ompr h^^rh ? Per y , e3r P f[ 3Cre then °° Vered by this lease ' and this lease shal ' continue in fu " force and effe <* as if oil, gas and/or 

n ^L/ m be 'i 9 P. roduced from such wells - For the purpose of calculating shut-in royalties which are paid on a per acre basis the 

S b a e n r H ° lease a " es descr ' bed . Paragraph 1 shall be deemed correct, whether actually more or less. The consideration, lease bonus or royalties 
a h fh pa J J+ aS pr0V ' d6d !?.| hls lease ' are and wNI be ^cepted by the Lessor as adequate and full consideration for all the rights granted to the 

nfbll! J! ' r ' 9 ° dnll!n9 ° r n0t dri " ing on the ,eased P remi ses, whether to offset producing welis on adjacent or adjoining iands or 
otherwise, as the Lessee may elect. 

2nd-T/> pay to LESSOR an annual storaae, rental of $ . ner ar™ for th^ nfiii^tinn of a™ or more s t ra t a m the premises/for 




:::7'r , 3 * * , 'VP dyiytiU lMdl Ine iermina ^on or gas storage operations shall be a full Nidation of all storage rental durirtg the. 

remainder ct the term of this Lease. A 

nnc.ihio ll?~JZ COrreCt 3 7 da ^ 1 ( a ^ S r . LESSEE may cause t0 cr °P s ' fences or structures as a result of its operations, and to restore, as near as 

^SS'lSt?^^ y LE ? E i t0 ^ C ° nditi0n 6XiStinS Pri ° r tQ dri " ing ' ° r ' at LESSEE ' S °P t:on ' to e a " t0 LESS0R reason ^^ damages, 
provided that LESSEE has received wntten notice from LESSOR specifying the damages. 

4th-To drill no well within two hundred (2^ feet of any dwelling or barn now on the premises without the written consent of the LESSOR. 

B. The LESSOR covenants and agrees as follows: ^ to 

th & -h, 1St " T !l er S « d T ,,ing or barn within ^° huncired (200) feet of any producing well drilled on the premises or any acreage pooled or unitized 
therewith, or within fifty (50) feet of any pipeline, without the written consent of the LESSEE, 

, u 2 ? d " That LESSOR nas fuI title to the Premises and to all the oil and gas therein at the time of granting this lease, and forever warrants title to 
he leasehold estate hereby conveyed to LESSEE, that LESSEE shall have exclusive, full and quiet possession of the premises for the purposes set 
forth herein, and that LESSOR shall not interfere in the operations of LESSEE hereunder. 

C. It is mutually agreed by and between LESSOR and LESSEE as follows: 

1st-LESSEE shall have the right at any time to redeem for LESSOR, or otherwise acquire for payment, any mortgage or any other liens or 
nt m^^ 00 ^ "^ premiSes tf ] at in an V manner affect the LESSEE'S interest therein, and LESSEE shall be subrogated in full to all the rights 
fnllnn nth h^h ^ BS '[ LESSEE Were me 0ri9inal owner of said mo «^- ^ or encumbrance, and LESSEE may reimburse itself by 
applying to the discharge of any such mortgage, lien or other encumbrance any royalty or rental owed or accnjing hereunder 

and rprl^im^v ,nH E a E | fuUfi*™ ? e ^l/T t0 ^1°* aN or an V of ^ oii ° r 9™ strata in the premises for the storage of gas, and may reopen 
^intrX^nn ^ ^ T ^Vl ^ ^ ,s *$* t ^ have pf«trated said straj. or drill new we/s on the premisA for the purp/se of 
freely introducing and storing gas in sue/ strata and recovering gas therefr/m. A well need£ot be drilled, reopened or reciairjfed on the preiybes in 



°h d ^K°l^ a f to „ be St0red J the P remi ses/LESSEE shait be tfie sole judge as/o whether gas is/ being stored in the premises/ and its determination 
shall be^inal and conclusive Storage of grfs hereunder shall not diminish any o/LESSEE's other Zghts under this ^ease. 

[ cccno 3r V f - L ! SS0R ls found t0 own less than the entire fee sim Ple estate, then the royalties and rents provided for herein shall be paid to the 
Tec™ • y ' n Proportion which such interest bears to the whole and undivided fee interest. If LESSEE makes rental or royalty payments to 
LESSOR m excess of LESSOR'S entitlement thereto, LESSOR shall refund to LESSEE such part of all such payments made by LESSEE under this 
Lease as sha I be proportionate to the title not held by LESSOR, and LESSEE may reduce subsequent payments in the same proportion. If LESSOR 
does not timely provide such refund, LESSEE may also reduce payments to LESSOR by the amount that should have been refunded, 
or h & m J ™T ? 3 conveyance or nervation of all or a part of or an undivided interest in the premises, LESSEE shall apportion all entitlements 
Mnwhc^H L k , ™? t l ng 10 interest ' acrea9e ' or the terms of the conveyance as the case may be (except as provided in 5th hereof), 
SJS 11 " 9 .! 6 abov w e ' , LESSEE ma y continue t0 ° r Provide all such entitlements or benefits to LESSOR, until furnished with the original or a 
? ed COpy °[ th f e deed of conveyance or other documents or proof of conveyance, so that LESSEE may identify the land or interest conveyed as 
SJln ,S ? ° P remiSB f- i n ™ se of notice of a n Averse claim to the premises or any portion thereof or interest therein, whether or not in 
K I^ fS^p^'h-^ 5 rnay withhold any or all entitlements or benefits under this lease until such claims, and the entitlements and 
Sit f f f , I discretion, decided by compromise, or by final decree of a court of competent jurisdiction, and to this end LESSEE may 

me a petition tor interpleader, ' 

nw.ii* MHt: T f?i ES t S0R h ^l ebV 6 f CeptS 3nd reserves from an V one gas-producing well on the premises completed and operated by LESSEE (excepting 
Si™ fnrJZ In ^H S ° $ ? 9 f S ' S P ^ dUCed fr ° m SUCn We "' such * uan ^ of 9 as as LES SOR requires for his own domestic use in only one 
rnS fJ ^T premises, but not exceeding two hundred thousand (200,000) cubic feet of gas per year. LESSOR may, at LESSOR'S sole 

conneSd to S SS S Tp^op^h i/^ 5 ' ( ? nditions / nd as LESSEE may establish, secure such reserved gas by a service line laid and 
torn sue welf™^ thsfP^pp ! ft sa.d reserved gas in safe and proper pipes and appliances, assumes the risk for obtaining reserved gas 
SrSon c oMntSiSIt f f J 3 " 6 8 ? ht t0 aband ° n SUCh We " 31 any time ' and agrees the LESSEE shaN not be in an " wa * liab!e f °r 
eseS NeverthXff '??f^oX ***** 9aS " LESSEE Sha " haVe n ° ° bligation to furnish LESSOR ^ 9 as in excess ° f Quantity 

vaLTthtpn^ t n t I ? 10 l ny year consumes 9 as ln excess of the ^antity reserved hereunder, LESSEE, at its election, may deduct the 
SfbKSTffSZS h r |,° ther f ay "! en !K dU , e n L , E SS °, R ' ° r LESSEE m3y bi " LESS0R the va,ue thereof ' in which LESSOR shall pay 
such al uTl Y ^ tlZ SU °H b i ' S n0t Pa ' d Wlt , h T 30 dayS ° f reC6ipt ' LESSEE shaN at its sole discretion discontinue supplying reserved gas untH 
aSoohate bv LESSEE whirh SSi I th9 ^ ° f SUCh 8XCeSS con ^mption shall be derived by using a price deemed 

ff LESSOR mn ESS a V J f T ^ 0reator ^ th6 pfiCe Charged by 3 looal g3S distri bution company deemed appropriate by LESSEE, 
conveyance ?ut mav ^,Sv5p? 'h ? KTk™ 63, LESS ° R m3y C ° nV6y hiS ^lenient to reserved gas hereunder as party of such 

Sed onlv bv thP r F «o R , h entlt ' e ™ ent lf , the P remises are P° oled or unitized with other lands the reserved gas herein referred to shall be 
used only by the LESSOR upon whose property the well is located. 

oart of the^imfcif^lhLf ^ ^ ^ ° f a " m ° nies due h ^ reunder U P ,0 such time, have the right to surrender this Lease as to all or 

Serein w^ereuDon t^ b ! and dischar 9 ed from all payments, obligations, terms, conditions and covenants contained 

of them wShefownL iS bvTh?[l^^ ^ J? W l ° P °°' T a " ° r 3ny P3ft ° f the premiSeS With any 0ther leases ' [ands ' mineral estates - or an y 

extent IeSSEE shall recorri^ ^ rtv nf m f ' S ° l ° 0ne °* m0Te ^ ° r pr0duction units ' Such units shal1 not e * ceed 640 acres in 

L E S SO R m orripr tn n ff ort ^ Jh l- "1" TTZ" d ? SI 9 natlon in ,:he count V in w ^ the premises are located and mail a copy thereof to 

SaL or driN no SoenftSS I ^ ° f °" ^ gaS P ° C '' 35 SUCh NmitS may be d ^rmined from available geological or scientific 

t T V T B ,nCre3 l e ° r ? eCreaSe th3t POrti ° n ° f the P remises that is inc[uded in any drilling or 
proauaion unit or exclude it altogether, provided that written notice thereof shall be given to LESSOR As to each such unit LESSOR aorPPs tn 

nSd in such u'nV^T he' ^eS^'nT ^ ^ ^ 85 the ^ * the premiSes ^ ^™ to 

inciuoea in such unit The commencement, drilling, completion of or production from a well on any portion of a unit includinq all or some of the 

premises £ Jal^eBj ^ ^ "Pon the term of this Lease as if a well were commenced, drilled, completed or producin onSe remised 

LESSEF \t ur^hi f f S P 6d covenants of tnIS Lease shal1 be subject to all federal, state and local laws, orders, rules and regulation If 

dv?dls^ coven ant hereund b of such ^ Q ^ ^ Qr regu|ationSi acts Qf g ■ natura( S a on^ 

as a reZTo tn, nZf^L, ^ Tl ep,dem ^' fl ° od f ' fire - stom . strike, differences with workmen, equipment or pipeline breakdown or freeze-up, o 
3 LnS V ■ Ca J US f whatsoever be V° nd 'he control of LESSEE, for such time as such situation exists the term of this Lease shaK be 
extended f °^^ obligation to fulfill its covenants under this Lease shall be suspended for such period of me " 

as LESSOR I nwlnnl V , f ? ^ unte ^ ns each havin 9 th e same validity as the original. Should any one or more of the parties named 
executed as LESSOR 9 ' ntereSl the PremiS6S faN to exeCUte this Lease ' jt nevertheless shall be binding upon all such parties who do 

nriwiinn™ SS f E shaI1 u nave the W to assign this Lease or any interest therein, and the assignee of LESSEE shall have corresponds riohts 

SnrSS 93 '° nS reSP6Ct thereta A " termS ' COnditions and covenants between the parties hereto shaN extend to thek ^ 

ES^T ^^r 3nd 3SSignS ' ,f LESSEE aSSi9ns this Lease or an V interest herein, LESSOR wiltbok sofely to a^s qne^ for 
Ending on Z$£$S* °' " ^ " ^ ^ ^ ^ R ^ M ™ other than those contained herein IhaN no! 

and entitlements entitlement granted under this Lease shall continue this Lease in full force and effect as to all rights 

mnro k? S^^^.", 6 ™" 1 ' and each "9™ and entitlement granted herein may be exercised by LESSEE simultaneously with its exercise of one or 

23e or I ^TJTS^^i^ 3 C ° ntini i in9 ba H iS ' ' iS a9reed th3t thiS 16356 Sha " n0t bS f0rf6ited 0r fo~to p^rfo^ Z 

feNu re exists and after Sjcft^ covenants conditions, or stipulations until it shall have first been finally judicially determined that such 

suShons determination, the LESSEE ,s given a reasonable time therefrom to comply with any such covenants, conditions or 

The following applies only in the State of New York: 

IF THIS LEASE BECOMES FORFEITED, TERMINATED OR EXPIRES, THE LESSEE, OR IF THE LEASE HAS BEEN ASSIGNED THF a^ipkiff 
SECT^N^ 5-^4 OF^>m G^NERM. otlLUS ATON S L^W ' ™ E LMiD ™»™ MAY COMPILE A CANCELLATION PURSUANT TO 



YOU vri i mavp Tui A u N T D T G . AS RIGHTS ' N ° T A SALE ' CONTAINING TERMS THAT MAY BE NEGOTIATED BY 
U °^ Y C 1 HA I E R,GHT T0 CANCEL THIS LEASE WITHIN THREE BUSINESS DAYS AFTER EXECUTION OF 

CA^CEL^^^ ™ AT Y ° U HAVE CANCELLED THIS CONTRACT. IN ORDER TO 

CANCEL THIS LEASE, YOU MUST EXECUTE A NOTICE OF CANCELLATION IN THE FORM PROVIDED BELOW: 



NOTICE OF CANCELLATION 
l/WE HEREBY CANCEL THIS LEASE. DATED: 



SIGNATURE(S): 



5? A !I"JJ T ° THE LESSEE AND REFUND ALL AMOUNTS PAID TO YOU BY THE LESSEE WITHIN THE THREE DAY 
^^^ i ^SfE^ E MA,UNG MUST BE POSTMARKED W.THIN THE THREE ™ ^eStoJ 



The person presenting this lease to you is ( ) is not (/^a member of K f ft - and 

therefore is subject to a code of conduct. If the person presenting this lease to you is subject to a code of 
conduct, a copy of the code of conduct must be presented to you with this lease. If applicable, the code of 
conduct provides a dispute resolution mechanism for any dispute that you may have regarding the manner by 
which the lease was presented to you. If you have any such dispute, you may invoke the dispute resolution 
mechanism of the code of conduct by contacting the person or persons designated in the code of conduct. 
Failure of the Lessee to pay any royalties to you as required under the terms of the lease for a period of four 
consecutive months or more shall be a default unless otherwise provided by law, and will result in cancellation of 
the lease applicable to the target formation of the well within the spacing unit, following written notification to the 
Lessee of your intent to cancel and sixty days for the Lessee to cure the default. If the Lessee has a bona fide 
dispute regarding the grounds for cancellation, such dispute and the reasons therefore must be provided to you 
in writing or the default must be cured within such sixty day period. Otherwise the lease shall be cancelled. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 
WITNESS: 




(SEAL) 
„(SEAL) 



CERTIFICATE OF SUBCRIBING WITNESS 



STATE OF V^^o Vo vr ^ 
COUNTY OF Q S eo 1-^ o 



° n the day of ^V'f^H ^ in the year 200 before mej the 

undersigned, a Notary Public in and for said State, personally appeared S ujt Frh-i : ~ ^ > the 
subscribing witness to the foregoing instrument, with whom I am personally acquainted, who being by me duly 
sworn, did depose and say that he resides in SQi ffa**'M -H Mr*^ U] | 7 M' / mat he 

knows i 4 U^<4 ^ Kftu^ ^. ud,J to be the 

mdividual(s) described in and who executed theibregoing instrument, that said subscribing witness was present 

and saw said H lu^hj (Quki. ^u^kj. execute the 

same; and that said witness at the same time subscribed his name as a witness thereto. 



KATHY WILLIAMS \^CxjA^\ jJU^ 



Notary Public, State of New York 



No. 01W16033392 Notary Public 

Qualified in Oswego County a 
Commission Expires November 15, ^ GO M 

ACKNOWLEDGMENT OF CONVEYANCE 

State of New York ) 

) ss.: 

County of a uMu <r^ a ) 

On the day of fYjCa d\ in the yea r &Cx£ before me, the undersigned personally appeared 

<J&M\iS} L(t f? , personally known to me or proved to me on the 

basis of satisfactory evidence to be the individual(s) whose name(s) is (are) subscribed to the within instrument 
and acknowledged to me that he/she/they executed the same in his/her/their capacity(ies), and that by 
his/her/their signature(s) on the instrument, the individual(s), or the person upon behalf of which the 
individual(s) acted, executed the instrument, and that sucli individual made such appearance before the 
undersigned. 



ny - > o i;i ckautauqua county Notary Public <J 

ilY COMMISSION EXPIRES J A-{,~0 / 



MOT' .- 

-.on «o 



ADDENDUM TO OIL AND GAS LEASE 
BY AND BETWEEN 
NORNEW, INC. 
AND 

PAUL AND KATHLEEN WALROD 



1. Lessee's operations on said land shall be in accordance with regulations set forth 
New York State Department of Environmental Conservation. 

2. Lessee shall construct or install all well site(s), access road(s), and pipeline(s) in a 
manner which would minimize soil erosion. 

3. Lessee shall promptly replace any fences removed by Lessee during its operations 
said land. 

4. Lessee hereby agrees to construct gates on all access road(s) on said land upon 
written request of Lessor. 

5. Lessee agrees to hold Lessor harmless and indemnify the Lessor from any claims, 
which may arise as a result of Lessee's operations on the Leasehold; The Lessee 
also agrees to defend any action taken against the Lessor as a result of the 
Lessee's operations and the Lessee agrees that said defense will be at the Lessee's 
sole expense. 

6. The surface of any portion of the Leasehold utilized by Lessee in conducting 
operations under the Lease shall be restored, as nearly as is reasonably possible, 
to the contours which existed prior to the commencement of such operations and 
in accordance with good oilfield practices and relevant laws. 

7. Lessee shall pay and be responsible for all surface damages caused or applicable to 
The Lessee's operation on the Leasehold, including but not limited to, crop and 
Timber damages. 

8. The Lessee agrees not to use any water from ponds and streams located on the 
Leasehold unless otherwise agreed to by Lessor. 

9. Lessee agrees that all acres that are recorded on schedule A as CRP acres, are not 
included in this lease. (f\ff ■■'>■" '*fl.?fv 

1 0. Lessee agrees to pay 7/8ths of any increase in ad volorem taxes attributable to, or 
resulting from, the assessment of oil and gas due to production from the leased 
premises.W 

1 1 . Lessor reserves the right to approve the drill site(s), ingress and egress routes, 
surface equipment site and pipeline routes chosen by Lessee, but said approval 
shall not be unreasonably withheld. 



Attached to and made a part of the Oil and Gas Lease by and between Nornew, Inc. and 
Paul and Kathleen Walrod, dated the jj^day of February, 2008. 



